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'I'lie .3ot&th C';&roll&&;& ()I'fice ol' Rch&trl;&tory !3t;&I'I ("OIL3"). in;ic«or'clancc v«1th tli« ter&ns &&I' tlic

sc. t(l«m«&it &u&r««me»t;&pproved in l)ocl.et No. 200')-2 0-I:., Ims conduct«cl a rcv&c(v of' thc l)&&hc F&i«r»y

('ricol&ii is. I, I
(' ("l)ukc" or 'lhc ('orr&ff»&i&y" 3 Applic it ion fi)r Appi ov tl ot I(«l«i I I: V»it »&«2, ((liicli (s ill

;&Itcr tlie bill&i)0& hictors fiii l)&risc 9 IVI(&(l&li«cf .'3&rvc-A-'vV;&tt 1)roi&riiin ("'3AW" I. ()&i .')«pt«mh«r I. 01(f. flic

('o&iipti&iy frl«d &is r«qu«sl. Iiir il)l)ri)v&il ol l(&(let hh Virit;&p&c with thc I'uhlic !3«rv&cc ('r&m&ri&ss&o&t of

.3ot&th 0 i&loll&&ii ( ( (&till&I&as&or& 3 I li(.' ( oi&if)tii&'r' 9 i«(fticslc(I Icvl'(ccl I&iics &ii'c iif)f)lie&If)fc for tli«hill&&in&

per iod I i»u icy I, 2011 tl&roue&h I)«c«mh«i ) I, 2(111. 'I'lic t ihlc o&i th« fhl lots &nu& I& i&n&c sliows tli«Vii&t i&u&e 2

r'«(It)«st«d I&iics vela(is thc V&I&t'&~»«1 Iiitc!& (I)ilt werc '&f)PI'ot«cl 11& l)ockct No 009-22()-I: Virittii&(. I It&i«'&

:ipply io ihc hillii&iv pcr&i)il I'chriinty I, 2010 &fr&or&0&h f)«ccrr&her 01, 010

1
It stiould b( noted that Ridrr (6 r ov( rs rnrrgy r fficiency and demand sirle rrianagement programs.

Rtso approved in Docket r&ro. 2009-220-( is tire "Demand sidi Managernr nt Rr venue ('rc dit Arl&ustment Ricler (SC)" whir li

applies a decrement per kilowatt liour lor the following services and in thc following amounts until thr deferral account
ha&an(( reaches rcro



Residential Rider EE

Non-Residential Rider EE

Vintage 1
itCents/KWh)

0.1736

0.0195

Requested
Vintage 2

(Cents/KWh)

0.2697

0.0401
N R d & IRde RSM ~ 0.0360 0.0596

Ii& addition, the ('onipaiiy is;ilso requesting» a rider of 0.0011 (.ents!K Wh to recover thc second

year ol Vintage I lost revenues lor non-residential energy efficiency participants.
'

I1»ckground —'Il&e !SAW program is u»ique ii& tlie i»ai»&cr that the Company is compensated tor
ad&ninistcriiig thc prog»ran&s ai&d lor ge»cratiiig» energy savin&»s. I(ather than recovering;&d»&inistr &tio»

costs pliis some additim&al an&ount» Duke receives a percentag»e of the s»pply-side costs tl&at are avoided

bv iniplei»c»tatioi& ol' the pro rams. I or ener& y elficiencv ("I'.I'.") pro r;&ms, the ('.o»&pany is approved to
receive 55% of thc net present valu«of avoided s»pply-side energ»y;&nd capacity costs. I or demand-side
I&'it&i&tii"el&&el&t progii&&&is ("DRM")e the ('.ompany is;&pprovcd lo receive 75% ol the avoided supply-side

capacity costs. I'hc E'.on&pa»yes costs to ad»iinister the progr;»t&s, pl&is a return, are to be covered by tl&c

;&voided cost piiymci&ts. I'l&is pavi&ici&l structiirc is d«sig»ncd to incent the ('.ompany to pursue all cost
clfectiv«energy cl'ltciency;u&d dc&nand-side n&ana&»ement pronrams 'fo prevent e&(ccssivc ear&&i&igs, SAW
incliidcs an c;irnii&g»s cap that varies, based on perlormance as measured by t;irgetcd saving»s. I'he

('oi» pany n&ay only collect lost r«venues from f'.I. pro rams over;& tlirce vcar period.

Revenues Requested —l)t&kc is rcqiiestin&» the recovery ol $I 7,()$)2»774 Irom reside&&ti;il ciisloit&ers and

$()»441,363 lroni iioii-residential customers. A breakdown ol the componeiits ol these a»iounts and tlie

develop»ient ol' the billing factors is shosvn in I='&(hibit I. 'I'he req»cstcd revenues I'rom residential

customers are recovered from all residential ratcpaycrs, while the»on-residential revenues are recovered
solely I'rom those non-residential ralep;iyers tliat p;irlicipate in the programs. 'fhe administration costs lor
the pre-!)/(W programs are coi»putcd separ;itely and included in the total revenue require&»cnts. E)illi»g»

factors are dcvclopcd by dividiiig the total revenue reqiiircments hy thc I'orccasted 30&&th Carolina
k I k) w" itt-Iu)(it stiles.

For mformation purposes, on March S, /010, Duke filed in North Carolina its Apphcation for approval of the North Carolina
SAW Vintage 2 DSM/EE Rider to be in effect for the penod January &, 2011 through December 31, 2011. The rates requested by
Duke I=nergy and ~ub~equently approved by Order of the North Carolina Utilities Coinrnission on August 3, 2010 in Docket No.
E-/, Sub 9&&1 are as follows

Residential Rider EE

Non-Residential Rider EE

Non-Residential Rider DSM

Approved

Vintage 2
(Cents/KWh)

0.& /0/

0.02S/

0.0297

Duke also received appioval iil'0 0»I I ('cnis/Ksvh io recover the scen&&d yc 0 ol'Vintage I los& rc&cnucs liir nonresidential
encl Ity cf&icicn«1 pa& I&rip'i»is
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DS'VloreT" —The Demand Side Management Option Risk Fvaluator ('DSMoreT"") is a computer

pro&&ram provided by Integral Analytics. It is one of the leading DSM and EL evaluation products

available today and is in usc nationvvidc. I he Company uses DSfvtore™to evaluate prospective LI'. and

DSM programs for cost effectiveness. to project the lil ely avoided energy and capacity for specific
pro&&rams and to estiinate lost rctenues for specific prog&rams. Specitically. avoided costs are estimated on

a syslem basis by the DSMore'" computer program. then reduced by 25':0 or 15 o to rellect the '5'r'o and

55 /G portions approx cd to he rccei & ed by the Company, then allocated to South Carolina. md then

reduced bi 15'o to ret1ect the assumed 85',~0 participation rate. Lost revenues are also estimated on a

system basis hy the DSMorc ' prograin. allocated to South Carolina, and reduced by )5'/o to reflect the

assumed 85'/&& participation rate. ORS «as provided training for the DSMore"' program. After the

trainin &, ORS «as provided access to the program alon&' «'ith the Company's input data for the program.
ORS concludes that DS'before"' is a comprehensive and effective tool for thc etaluation and impact

estimation of DSVI and EE pro &rams.

Evaluation, Measurement 8- Verihcation —The Eialuation, Xteasurement and Verification ("Lih1&V")

process is mostly in its initial stages. Some portions of Iilvt&V' arc iiot yet under«ay. I his is expected
and not unreasonable. The settlement agreement slates that Eb'1&V results « ill "be included in a mid-term

Elvt&V-based true-up process that «ill be reflected in Vintage Year 3 Rider EE collections. ' The first

major impacts of LM&.V «ill take eflect in 0 I l. Ho«ever, there have been limited early results from the

EM&V process. iVIost notably:

~ An independent cia)nation hy TecMarket Works of the Lo« Income CI L Program concluded

that 'Duke Lnergy is not mcctin ~ its participation goals.
'

Duke is «orkin&& to improtc
participation.

~ An independent evaluation also by leclvfarket Worl s of the Po«er Manager (residential load

control) program in South Carolina found that the $35 installation fee «as a "barrier to

participation.
"

The Company is evaluating& the implications of removing the instalhilion fee.

Estimates Used in the Filin&* —All prog&ram avoided energy amounts. avoided capacity amounts. and lost
revenues are estiinates derived from the DSMore"' coinputcl Illodel. Thus. the dollar amounts in the

filing& for avoided costs and Inst revenues are also estimates. I hcse values and dollar amounts are to bc
trued up for thc Vintage Year 3 rider computations in 2011 and again for the Viiitage Year 6 rider
computations in 2014& based on Li'. &I&V results.

Existing DSAI Programs —ORS lias veritied that all pro &ram costs. avoided costs and lost revenues
associated «ilh the Company's North (.arolina and South Carolina interruptihlc

service

('"I.'i ') and

standby generation ("S(i")programs — Rider IS and Rider S(i — («Existing& DSM I'rograms&") have been
excluded from the SAW incentive pro &ram, that the program costs associated «ith lhe Colnpany s

Existin DSM Programs are being& recovered as a separate component of Rider FE. and that the recovery
of the cost of thcsc programs is consistent «ith the Company 's approved tariff.

Avoided Costs —ORS has verified that the per MWh and per MW-Year avoided ener&&y costs and

avoided capacity costs are thc fixed co~ts approx cd in Dockel No. 2009-2.6-1... I'ursuant to the settlement
agreement approved in Docket No. 2009-226-E. , if the Company's combined avoided encr& I and capacity
costs increase or dccleasc by Inore than 25'" 0. due to changes in thc per lvIWh and per Mi&V-Year avoided

energy or capacity costs. the programs «ill he re-analyzed to determine «hether a modification ol' the
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portfolio of prog&rams is v arranted to maximize cost-el'fectiveness. Inf'ormation provided by the (.'ompany

on December I, 2010 shows that thc combined avoided energy and capacity costs have not increased &ir

decreased by more titan 25%.

Forecasted Retail Sales —The ('ompany has utilized its current 2010 Load Forecast in this tiling. ORS
finds this to be rcasonablc.

Opt-Outs —'I'he C.'. ompany reports that non-n:sidcntial opt-outs in Vintage I reprcscnt 39% of foiecastcd

2011 sales. Thc (:ompany is in thc process of modit'ying existing prog&rai»s a&id dcvelopiiig new programs

that may appeal to morc non-residential cirstomers.

Peak Demand Reduction —'I'hc (.'ompany claiins in its Application to have tlie cipability to reduce peal

demand by S74 mc»a-w'atts through the resideiitial Vower Ma»age& plogl"ll» &llid the non-residential

I'ov er Share program. Thc C'ompany has not sliov'n that the chiimed level ot peah demand reduction is

actually available. Dased upon a request from OR'S, the C'ompany agreed to conduct tests in 2011 to

demonstrate that it is feasible to reduce peak demand by 574 mega-watts arid the results v"ill be provided

to the C.'ominission and ORS upon completion of thc tcstiiig. OR.'& &nay seek modifications ki Rider L:,E

Vintag&c 3 based on the r:suits.

In conclusion, ORS docs not object to tlie iiiiple»ieiitation of Rider EE Vintage 2.

Sincerely,

.'i'
L j &,I'r. i'C

~Q j& ~,y&&& v~~
&1

Sllilfilloli Vk&&vvcr I ludson

SL3H.'clm

'I imika Shafeck-I lortoii, Esquire
I'r&«ih R. I llerbc. III, I=squiic
13&1&iii ic Iy Slicilly, I.sq&lil'c
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Exhibit 1

Requested Revenues and Billing Factors
Duke SA W Progroms ond Prior Existing DSM Programs

Residential Non-Residential

SAW Avoid

Ener8, L't ir& I L

7( tu sy, '. " I n.

&I!I I a I ult:Iii

lut, uv, l n Nl'1' A. u '
&I Cu!t,

us urn& ii N ". tv&, '
I L r(t,

SUU(', !U I I:ill uii

I' 'rt ui

1:t. '. .» Iu, i. '. , '. LISLI 8 Lt

I'I 5' '

SAW

I uu I,

!Oil i&a'u, ut

sr&i. L '' I, I'uit!1

$27,286,630
57, 349,321

$6, 246, 923

51,227, 760

5207,449

5123,234

5281,080

L I
' L'! I l I ruur rii

$813,472

5817,198
51,155,083
51,160,374

517,652,774

6, 546,452, 004
0.2697

59,441,363

lii 'ii 8 I,.r'. r 'lui t', &;!I ' t,;I'.''r, ii, I 'r&, r

9,800, 193,917
0.0011

&I&,ir, ', ni, , r'hr. ;((i I, Il, r: in, ir'.;.
'I rrc ia&: r i, u" I'v &I .i, i trr;, ;. ' lL Ixirt nir t(

9,800,193,917
0.0401

nr')i«' ' ' . '', '(. I ' I&!((l

L l,i!Iur N iri ( ", I& r . ,: '. nt, -' ' IUSV

I. W i 9,056,959,677
0.0596


